CIHM 
Microfiche 
Series 
(Monographs) 



ICI\1H 

Collection de 
microfiches 
(monographios) 




Canadian Institute for Historical Mlcror<>productlons / Instltut canadlen de microreproductions historlques 






Technical and Bibliographic Notes / Notes techniques et bibliographiques 



The Institute has attempted to obtain the best original 
copy available for filming. Features of this copy which 
may be bibliographically unique, which may alter any of 
the images in the reproduction, or which may 
significantly change the usual method of filming are 
checked below. 

Coloured covers / 
Couverture de couleur 

□ Covers damaged / 
Couverture endommagee 

□ Covers restored and/or laminated / 
Couverture restauree et/ou pelliculee 

I Cover title missing / Le litre de couverture manque 

I I Coloured maps / Cartes geographiques en couleur 

□ Coloured ink (i.e. other than blue or black) / 
Encre de couleur (i.e. autre que bleue ou noire) 

□ Coloured plates a-.d/or illustrations / 
Planches et/'ou illustrations en couleur 

□ Bound with other material / 
Relie avec d'autres documents 



Only edition available / 
Seule edition disponible 

Tight binding may cause shadows or distortion along 
interior margin / La reliure serree peut causer de 
I'ombre ou de la distorsion le long de la marge 
interieure. 

Blank leaves added during restorations may appear 
within the text. Whenever possible, these have been 
omitted from filming / II se peut que certaines pages 
blanches ajoutees lors d'une restauration 
apparaissent dans le texte, mais, lorsque cela etait 
possible, ces pages n'ont pas ete filmees. 

Additional comments / 
Commentaires supplementaires: 



a 



n 



L'Institut a microfilme le meilleur exemplaire qu'il lui a 
ete possible de se procurer. Les details de cet exem- 
plaire qui sont peut-etre uniques du point de vue bibli- 
ographique, qui peuvent modifier une image reproduite, 
ou qui peuvent exiger une modification dans la metho- 
de normale de filmage sont indiques ci-dessous. 



D 

D 

D 



Coloured pages / Pages de couleur 

Pages damaged / Pages endommagees 

Pages restored and/or laminated / 
Pages restaurees et/ou pelliculees 



Pages discoloured, stained or foxed / 
Pages decolorees, tachetees ou piquees 



7 



Pages detached / Pages detachees 



I y/j Showthrough / Transparence 

□ Quality of print varies / 
Qualite ineqale de I'impression 



D 
D 



n 



Includes supplementary material / 
Comprend du materiel supplementaire 

Pages wholly or partially obscured by errata slips, 
tissues, etc., have been refilmed to ensure the best 
possible image / Les pages totalement ou 
partiellement obscurcies par un feuillet d'errata, une 
pelure, etc., ont ete filmees a nouveau de fafor a 
obtenir la meilleure image possible. 

Opposing pages with varying colouration or 
discolourations are filmed twice to ensure the best 
possible image / Les pages s'opposant ayant des 
colorations variables ou des decolorations sont 
filmees deux fois afin d'obtenir la meilleure image 
possible. 



D 



This item is filmed at the reduction raiio checked below / 

Ce document est filme au taux de red 'ction indique ci-dessous. 



lOx 



14x 



18x 



12x 



16x 



2 Ox 



22x 



26x 



30x 



24x 



28x 



z\ 



32x 



The copy filmed here has been reproduced thanks 
to the generosity of: 

Legislative Library 
Victoria 



L' exemplaire filme fut reproduit grace a la 
generosiie de: 

Legislative Library 
Victoria 



This title was microfilmed with the generous 
permission of the rights holder: 



Ce titre a ete microfilme avec I'aimable autorisation 
du detenteur des droits: 



Forbes Tad Rickard 



Forbes Tad Rickard 



The images appearing here are the best quality 
possible considering the condition and legibility of 
the original copy and in keeping ■ ith the filming 
contract specifications. 

Original copies In printed paper covers are filmed 
beginning with the front cover and ending on the 
last page with a printed or illu?trated impression, or 
the back cover when appropriate. Ail other original 
copies are filmed beginning on the first page with a 
printed or illustrated impression, and ending on the 
last page with a printed or illustrated impression. 



The last recorded frame on each microfiche shall 
contain the symbol -♦(meaning "CONTINUED"), or 
the symbol V (meaning "END"), whichever applies. 

Maps, plates, charts, etc., may be filmed at 
different reduction ratios. Those too large to be 
entirely included in one exposure are filmed begin- 
ning in the upper left hand corner, left to right and 
top to bottom, as many frames as required. The 
following diagrams illustrate the method: 



1 2 3 



Les images suivantes ont ete reproduites avec le 
plus grand soin, compte tenu de la condition et de 
la nettete de I'exemplaire filme, et en confo"r::!6 
avec les conditions du contrat de filmage. 

Les exemplaires originaux dont la couverture en 
papier est imprimee sont filmes en commen^ant 
par le premier plat et en terminant soit par la 
derniere page qui comporte une empreinte d'im- 
pression ou d'illustration, soit par le second plat, 
selon le cas. Tous les autres exemplaires origin- 
aux sont filmes en commengant par la premiere 
page qui comporte une empreinte d'impression oi' 
d'illustration et en terminant par la derniere page 
qui comporte une telle empreinte. 

Un des symboles suivants apparaitra sur la 
derniere image de chaque microfiche, selon le cas: 
le symbole -> signifie "A SUIVRE", le symbole V 
signifie "FIN". 

Les cartes, planches, tableaux, etc., peuvent etre 
filmes a des taux de reduction differents. Lorsque 
le document est trop grand pour etre reproduit en 
un seul cliche, il est filme a partir de Tangle 
superieur gauche, de gauche a droite, et de haut 
en bas, en prenant le nombre d 'images 
necessaire. Les diagrammes suivants illustrent la 
methode. 



1 


2 


3 


4 


5 


6 




MICROCOPY RESOIUTION TEST CHART 

.ANSI and ISO TEST CHART No 2 




I.I 



u 



I 2.8 i 2.5 



.. !I1IM 11^ 

I: m 

2.0 



1.8 



1.25 



1.4 



1.6 



.= APPLIED irVMGE Inc 



'^ocnester. New ■'orn 14^09 US* 
(716) 482 - OJOO - Phone 






3 3298 00015 0582 



/ 



ADDRESS 



HY 



T. A. RICKARD 

KDITftH (>y rilK MIMN(. ^ SdF.NTIKK PHFSS " 
SAN rU\\(|S((> 

ril Die 

i.mi:k«\ational mimxc; convkntion 

IN V NN(()l VKK. HinuSH ( OLl MHIA 

<»V M AK( II I7(li, l!IH» 



Mining- 
All Investment, a Speculation 
or, a Gamble? 

BOULT'S BOOK STORE 

5i3Jj CAMaiE 5T. 
■-'^NCOUVER. B. C- 



With f*ompliment«r,f— 
Hritish ( oliinibiu Cliaiiiber of Mines 
Vaiicouvpr, ( unadu. 



iHF 



? 










^ 



P R E F A (; E 



fHlS paper hy .W^ T. A. Rirkard. is onr whiih the R. C. 
Cliamher of Minis takes ureal pleasure in presenting in 
piihUsheil form to its friends. Few men heeaust of 
their extensive travel, experieni e or assoeiation uith the 
mining piihlie (an -peak with more authority. .Mr. Kitkard has 
shoun that monev placed in mining is neither an investment nor 
a gamhte. hut a speruliition. In fact. a< cording to .Wr. Richard's 
definition few *hings outside of certain government bonds can he 
considered investments. He maki's one point very clear and that 
is— the degree of speculation varies inversely with the scientific 
and engineering judgment whicli is associated irilh the money. 

There are three points which the writer of the preface is sure 
Mr. Hickard would agree and whivh. if true, make mining almost 
an investment. 

The fivst of these is that government monies spent under 
proper technical guidance in mining is like government monies 
spent on railways. In the latter case the railroads do not al- 
ways pay dividends as such, but feiv railroads l)uilt through 
promising areas have failed indirectly to pay handsome returns 
to the government in the form of taxes on the industries devel- 
oped. In like manner will a government be well paid for monies 
used to stimulate the mining industry — particularly in B. C. 

Another point is that monies spent in mining may be consid- 
ered well invested if divided so as to spread the risk. To he 
specific, suppose an individual were to place $1,000 into 20 dif- 
ferent mining enterprises all properly endorsed by geological and 
mining engineers in lots of $50 each. This would probably be a 
very safe investment. One of the prospective mines would no 
doubt develop and pay hack the $1,000 with a good profit. 

The third point is that monies put into mines may never le 
returned by the mine, but may indirectly pay handsome divi- 
dends and hence as such become investments. Suppose the 
business men of Vancouver for example were to take a more in- 
telligent interest in mining and to support such prospective mines 
as have the endorsement of qualified engineers. This interest and 
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sm>n>'it „,,Hhl ijrnitli/ stinnihitr wifiinn in tin- prorhtrr The 
„nn.. v„ ,l.-,.l.„„;l ,,.n,„!,h th. ,>unh„., .,, „n,rln„rry. jooU. rlo- 
thm.i. 'Ui'l II,. ■ slimuUituni „/ kuxlrr.l „n<l rrl„l,,l in<luslrirs and 
th,- attni, I,,,,' nl uuts„lr . „,nl,il uuiihl , ,„/.sr „ ,,r,'at ,l,„l of mon^-v 
tu <ini,U,tr. Hhirh. hfHn;tlu. 'lonht hrnrfii the riti::e„s of Van- 

r,„lrrr I, ,1 ,s l,uf. „»,/ Ihr,,- r„,l h, „„ ,loi,ht of this~lln,L Ihc 
liitiin' 1,1 H (■ ,l,-i„ nrls oil ,1s munmi iii'l iisl rii—th,;, „.i imrt of 
thi wholr. th, nil, in ,,i \„,iioin;r ,s intimuWlii in,i,,,>,,l ii/' in 
thr ,lrv,l„,,n,r„t „l th, /nori,,,;: Th.-n-lon- a lH,si,„;.s wan of 
Vonroiivv, ,,i:n,ot /<r ,„„.si,lercfl a ,,oo,l i.itizvn unless he Strongly 
s,ii>l>orls th, .hirf i„trn:.st of the eity. This is ,i point which 
must not III- fttniotten. 

Th,n' is oil, i„,i,it o! Mr. Itiikar,rs irhUh thr uritrr iri>sh,-s 
lMrti,„h,rhi to str.-ss. namely that the speculative phase of 
m,nn,!, 'Usappears in so far as it is guided by proper technical 
adnrr. Mini,!,, i.s a tnisiness requiring the highest grade of 
s<i,ntiii, „n,l engineering direction. Most mining failures 
<„n he ,et„i,-.! to the failure to recognize this point on the 
part of th,- inrestor and promotor. Indiridiials seekiua money 
for minina enterpris,-s should show that they have had their- 
proposition thor,„i„hUi inrestignted by reliable authorities and 
tndivvlnals not so fortified should be looked upon either ,is 
densely Ujnorani of the fundamentals of mining promotion or 
as avotredly dishonst. 



t:i>\\IX T. Ho/XIE. M.A.. Ph. /), 
Professor of Heology. In- versify of British Columbia. 
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))MrtONKY can be employed profit- 
^^\ ably in three ways: invest- 
h\. nient, speculation, gambling. 
An investmeni looks to in- 
come: the use of the word assumes 
the < omparative • safety and stability 
of (he principal. A speculation looks 
to an increase of the principal; the 
use of this word suggests the minor 
importance of interest, income, or re- 
turn on capital; it assumes not the 
stability, but the comparatively rapid 
appreciation of the princii)al. A gam- 
ble involves a risk so large as to re- 
quire the aid of luck; it ignores inter- 
est or income; it anticipates the alter- 
native of a big winning or a total loss. 
Obviously the definition is sub- 
.iective; it is based upon the e.\pecta- 
fion of the individual making the i)ur- 
chase. To one man the use of money 
for a certain puri)08e is an investment; 
to another man the same use appears 
to be a speculation. Similarly, one 
man's speculation is another man's 
gamble. Six years ago Mr. Lloyd 
CJeorge and Lord Reading, then Sir 
Rufus Isaacs, were persuaded by Mr. 
Godfrey Isaacs, u brother of the pre- 
sent British Ambassador and Lord 
Chief Justice, to buy a block of Ameri- 
can Marconi shares as an 'investment.' 
that is, as a steady dividend-payer. 



Three days after Mr. Llojd George 
had bought his shares they rose so 
rapidly that he sold them, on the urg- 
ent advice of his broker, to whom he 
was disinclined to listen because his 
intention was to hold the stock "as 
an investment." He was then Chan- 
cellor of the Excheciuer. therefore, he 
was hauled over the coals for 'specu- 
lating': he was charged with a levity 
of conduct unbecoming the chief of 
the British treasury. He replied by 
saying that when he bought the shares 
it was his intention to hold them In- 
definitely, and that the sudden and 
surprising rise justified him in selling. 
In short, his 'investment' had proved 
a 'speculation.' The distinction is in 
the mind of the purchaser. 

Similarly, a Boston school teacher 
may buy the shares of the Great Wild- 
cat Extended as an 'investment,' 
whereas a Wall street broker recog- 
nizes that it is highly 'speculative,' 
and a ."Vevadan mining engineer knows 
that it is a rank 'gamble.' These 
terms are relative, they connote a 
crescendo of risk; even an investment 
has a slight element of risk; a specu- 
lation has more; a gamble, most. Some- 
♦imes a stock is bought on the ex- 
l)ectation of a rise; it remains steady 
for years, It proves to be what is call- 
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o(l a TDnnd' mvf mIiikmH The idea of 
expectation is iniplli it . llio hiiiiiaii 
factor is never al)se!if: wr are deal- 
liiK ni)i Willi ii'xicoiis i)ut with tin- 
man affairs 

Tlie (ithcr siKnifiraiif word i« 
'mines' A iniiii' Is an pxcavalinn in 
tlie eartli's surface frum wliicli niin 
eral is extracted It is not a company 
nor the shares of a company owning 
that excavation. A flippant definition 
says thai a mine is a hole in the 
Kround witli a liar sitting on top. A 
promoter is said to he a man who 
sells something he ha.s not got to 
somebody wlio does not want It, or. if 
you prefer, a promolor tries to sell 
nothiiiK for something to a man who 
expects somelhiiiK for nothing. How- 
ever, these perversi(,.is of honest 
business do not concern us for the 
moment; my subject Is the reasonable 
speculation (hat is based upon the 
legitimate exploitation of mines. Per- 
mit me to remind yon that the word 
'mine' was used in the language of 
warfare before it entered that of 
peaceful industry. It comes to us 
through the Latin mina. signifying 
an excavation to be used for killing 
the enemy. The original sense of 
the word survives in 'minatory,' mean- 
ing threatening. During the war we 
have heard more of mines in the 
Norti Sea than of mines in Mexico, 
for example, and you will allow that 
those who sailed the seven seas hud to 
deal much with speculation concerning 
mines, and the floi ting of mines on 
■water, reminging us of minatory per- 
formances on the stock exchange dur- 
ing times of peace. Now. however. 
we hope soon to forget the derivation 
of the word and to interi>rei it, not 
in terms of maleficent activity, liut of 
beneficent industry. 

You will note that I have chosen 



'speculrtlion' in preference either to 
■investment' or 'gumblin' as being 
more appropriat.. to mining. The use 
of money in mining is seldom an 'in- 
vestment': usually when it is meant 
to he so ii affords an example of the 
triumph of liopi. over experience. 1 
admit iliai certain forms of iron and 
'■< al Mining on a large sc: U' are char- 
acterized by such securl'.y. contiiiu'ty, 
and steadiness of inccne as to be 'in- 
vesinients.' but the mining of the so- 
called base metals )r of the precious 
metals. In which leost of you are en- 
gaged, does not cme within the cate- 
gory. In metal mining the chance of a 
considerable risli and of a correspond- 
ingly large gain is inherent. Some of 
you will demur, you will point al the 
Home.stake. the Hunker Hill & Sulli- 
van, or the Utah Copper as examples 
of an investment, as representing a 
type of .security so safe as to be gilt- 
edged, but I venture to say that your 
oi)inion is ex post fa<to. you are writ- 
ing last years almanac, you are wise 
after the event. The history of such 
persistently profitable mines causes 
you to regard them as safe because 
you can retrace their history for ten, 
twenty, or thirty years. You imagine 
yourself buying into such mines soon 
after they had undergone preliminary 
development, and you know that if 
you had done so at an early date your 
purchase would have proved extreme- 
ly remunerative; but 1 submit that in 
the early stages of development these 
splendid enterprises were speculative, 
as is suggested by the fact that these 
successful ones are a few survivors 
from the much larger number that 
were started at about the sa.iie time 
and proved disappointing. I may re- 
mind you. to make my point quite 
clear, that many of the famous mines 
of the world 'broke' those who first 




atteiuiPli-il In bring them to rtnanciul 
HUicfSH If today you were to ikIviho 
u widow lo put her saviiiKs in any onf 
of llic tlirm- inuKiiitii'cnt mini's thai I 
liavi? iiiMtanccd, you would, in my opin- 
ion, be an unwise couiiBelor, biM-ause. 
looking forward, not backward, for 
ten or twenty years, they would repre- 
sent a speculative use of the widow's 
savings. Vou might bo sagacious in 
using your own money for such a pur- 
chase, because you could take the re 
latively small risk for llie sake of the 
probably large gain, but the widow 
would be better advised to buy Lib- 
erty bond.'-. 

At this stage of my argument I beg 
you not t(j be annoyed at my appar- 
ently overcautiou.s attitude; you will 
lind that my conclusions will not de- 
preciate the industry in which you 
and I alike are so deeply interested. 
I shall hammer my point home by one 
further suggestion. You would not 
be willing to lock up your mining 
stock in u safe for live or ten years, 
as you alight do with first-class bonds; 
you know that in the course of hve 
years the tluc tuations in market-value 
are likely io be so wide as to compel 
'you in your judgment either to cut a 
loss or take idvantage of a market- 
profit. On thij other hand, a mine is 
not a 'gamble ' because the risk it in- 
volves is not unreasonable; it is dim- 
inished by knowledge and experience, 
it is lessened by the skill you can 
apply both to the finding and to the 
treatment of the ore. A miner al- 
ways needs some luck, of course, but 
his luck is a friendly sprite, not tlie 
grinning devil that sits by the roulette- 
wheel. Every business involves one 
or more indeterminate factors and 
therefore, contains an element of risk. 
Without risk there is no gain; but a 
large gain usually Inv; Ives a large 



risk. Tli.'rf an^ people in mining, of 
• .lursi' thai take big <>dd«. !h»t like a 
recklt-Hs bet; Ihi'y arv real namblers, 
"■vfn If 111. V art( una" are of it. but 
the risks taken in IcKitimate mining 
are under some measure of control, 
they are met by scientific knowledge 
and by trained intelligence. A blend 
of i)luck and judgment is recjulred. 
You will rt'.all a line in Kipllng'g 
poem. -The Merry (Jloster'; "And I 
took the chances they wouldn't and 
MOW they're calling It luck." That 
is why 1 insist that mining, properly 
conducted, is not a gamble. On the 
other hand, no man of experience iu 
these matters would expect to escape 
all the risk. The idea of eliminating 
risk from mining is both CDntrary to 
the spirit of the business and false to. 
the history of it. To understand min- 
ing -to appreciate the principles guid- 
ing legitimate and successful specula- 
tion in mines which is my subject — 
you must revert to the old Cornish 
word for shareholders; they were call- 
ed 'adventurers,' that is, men willing 
to make a venture. 

Indeed the idea of avoiding risk in 
mining is a pathetic fallacy; a puerile 
endeavor to escape the inevitable. The 
attempt to find mines that would in- 
volve no risk to the capital sunk In 
them has tended to cripple the indus- 
try; the refusal of sundry so called ex- 
ploration companies to fncur risk has 
stultified their operations and paralyz- 
iHl development. And I may add that 
this policy has warped the judgment 
of some otherwise brilliant engineers. 
The story is told that Marcus Daly 
sent a mining engineer on a scouting 
expedition; he examined many pros- 
pects, without finding anything worth 
while. Daly became impatient; he 
slapped the engineer on the shoulder 
and exclaimed: "For God's sake, man. 







go out and spend some money." There 
Is too much of H desire to play :-,aft) 
by buying min.s with large blocks of 
proved ore, and to make money by 
means of an enlarged sc ale of oi)era 
tions, increased skill, ur improved 
methods of metallurgy. The finding 
of ore, which is the real adventure, is 
relegated to the background; it is not 
only the chief attraction of mining, 
but the one that wins the greatest re- 
ward. When the ore-reserves of a 
mine are at a low ebb it may be the 
most speculatively attractive time to 
buy the property. There are those 
who say that the mining of the future 
will be the economic harvesting of 
known ore deposits of low grade, the 
beneficiation of masses of mineral al- 
ready discovered, but heretofore re- 
garded as too refractory for success- 
ful metallurgic t.-eatment, that is, the 
utilization of the visible supply of 
skimmed milk instead of the tinding 
of the metallic cream concentrated 
by the patient operations of nature. I 
doubt that; the world is still young, 
and but half-e.xplored, as is suggested 
by such discoveries as those of Nome, 
Cobalt, Porcupine, Tonopah, Goldfleld, 
the United Verde Extension, the Bawd- 
win mines in Burma, and a host of 
other bonanza during the last twenty 
years. 

One does not need to be venerable in 
order to recall great changes in the 
philosophy of mining economics. In 
1905 I published a^ book on this sub- 
ject, in which .vas included a discuo- 
sion upon various aspects of mining 
finance. Among those contributing, 
besides myself, , ere H. C. Hoover, J. 
H. Curie, and W. R. Ingalls. Mr. 
Curie, at that time the leading London 
authority on such matters, a man of 
wide travel and stalwart independence 
of mind, advised his lountrymen to 



stick to gold mining as being the safest 
because gold had a "fi.\ed value " We 
know today, hy unpleasant experience, 
that gold can so depreciate in terms of 
other commodities that the gold miner 
i.s iilaced at a decided disadvantage. 
-Mr. Curie insisted that the only cor- 
rect kind of gold mining ^,as based 
ui>on a careful estimate of the ore in 
reserve, and that at least 60 per cent, 
of the price of the mine ought to be 
represented by net profit from the de- 
veloped ore. He e -en went so far as 
to lay down the rule that gold mines 
should yield 10 per cent, on their mar- 
ket valuation. Later he put the in- 
terest at ir, per cent. We have travel- 
ed far since then. Most of these obiter 
dicta served a purpop' in their day, 
fifteen yearp ago. as a means of educat- 
ing the British shareholder, who is a 
simple-minded person, because Mr. 
Curie accompan-ed them with much 
straight information and trenchant 
criticism, but all such attempts to 
( ompress mining into a formula are a 
failure. They were based largely on 
the experience— then incomplete — of 
the Rand, in South Africa, where con- 
tinuous beds of gold-bearing conglo- 
merate were being exploited on the 
larg St scale known to the modern 
world. These beds of 'banket' as they 
were called, after the Boer name for 
almond-cake, were comparatively uni- 
form in their gold contents and were 
mined and milled so cheaply as to 
yield handsome profits. Their uni- 
formity of grade and persistence in 
depth caused them to be regarded as 
the ba.sis for 'investments' of the saf- 
est kind, suitable for widows and or- 
pha.is. Later experience has shown 
that they were neither so uniformly 
nor so persistently rich as had been ex- 
pected, the result boing to turn the 
'investments' into 'speculations,' out 
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of which a comparatively few made a 
great deal of money and tomparative- 
ly in;uiy lost more than they could 
afford. The Rand proved to be the 
greatest goldtiehl in the world, in ex- 
tent and in yield, but I am malting the 
point that it did not escape the vicissi- 
tudes latent in mining, and the sue 
cessful effort to persuade the public 
that it would escape those vicissitudes 
led, in the end, to a tremendous and 
widespread loss of money, which pass- 
ed from the pockets of the public to 
those of the promoters. .Money was 
made honestly on the Rand during the 
development stage, when adventurous 
spirits risked a total loss of their 
stake in order to make a big gain; but 
when the operators and promoters 
turned to the man of small means and 
persuaded him that the latent risks 
were eliminated and that a gilt-edge 
investment was available to him in 
the stock of over-capitalized mines, 
they deceived him. Some of the opor- 
alors and promoters knew no better; 
others were advised by good engineers, 
and simply victimized the unsuspect- 
ing by unloading their holdings upon 
them at a handsome premium. To 
illustrate how the public was vic- 
timized, 1 can state that the market 
value of the shares in the three prin- 
cipal companies representing consoli- 
dations of groups of mines declined 
1203,931,610 between 1911 and 1918. 
That huge loss wa.s due to ignoring 
the common experience that mines 
eventually become impoverished in 
depth, just as surely as men grow old, 
and also to the assumption that a 60 
per cent ore-reserve, that is, having 60 
per cent of the market value 'in sight' 
furnished ample security. In the at- 
tempt to introduce one or two aca- 
demic factors of safety the public was 
led to ignore the very essentials of the 
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business, namely, thac it involved no 
h nail risk, nnder the best conditions, 
and that the risk must be rompensai 
ed by large dividends. Instead, the 
public accepted 6 or 7 per cent, as an 
adequate return and failed to recog- 
nize that they held a wasting asset. 
During the speculative — the frankly 
adventurous- stage of Rand mining it 
made money for nearly everyb(jdy en- 
gaged in it, but when the chicanery 
of the few was combined with the ig- 
norance of the many into creating a 
faltie notion that the speculative phase 
had been transformed into one of se- 
cure investment, then it was that 
share-dealing on the Rand became a 
cause of great loss to the public and a 
blot on honest industry. From the 
moment when the change in senti- 
ment was effected, and the fallacy was 
established, the mining of the gold 
became less profitable than the min- 
ing of the pockets of the public. 

This investment idea, of minimizing 
risks and limiting possibilities, would 
soon cause mining to die for want of 
breath. Before a profitable outcome 
is assured every mining enterprise 
must pass through several stages of 
speculativeness as surely as a child 
must take the chance of bumps and 
bruises, of measles and mumps. The 
biggest fortunes are made during the 
early stages of development; on the 
whole, more money is made by selling 
than by buying mines, simply because 
the final or so-called investment stage 
of a first-class mine is likely to repre- 
sent an over-valuation, caused by an 
erroneous supposition that the essen- 
tial hazard is precluded. I would 
even say that more money has been 
lost by the over-valuation of the great 
rich mines of the world, like the Con. 
Virginia, Mount Morgan, Broken Hill, 
and Nipissmg, than in a multitude of 




worthless prospects !=mall men lose 
their money in t)iK mines, anil bij; men 
in small mines riip infereme. there- 
fore, is not lo Ir.v to set rid of 111.' 
essential risk hcause it caenot lie 
done — but to reiiuire a rale of prollt 
proportionate to it. A muili more in- 
telligent poliey is to engage in such 
mining as allows a liberal margin hoili 
ways, taking a larger risk for the sake 
of the larger gain, that is, to speculate 
with eyes wide open and not to inves 
with eyes halt-sluit. 

Fifteen years ago the careful sampl- 
ing of ore as a means of valuing mines 
was becoming advanced to an art 
and the tendency was to place great 
reliance upon it. ith the conseiiuence 
that capitalists began to think them 
selves safe in buying ore. They 
thought to esca))e the essential risk 
by assuring themselves a return of 
their money, diminishing the specula 
live features of the business as much 
as possible. Exi)loration companies 
were organized in London, New York, 
and Boston to scout for promising 
mines on which to ai)ply the newly 
developed methods of valuation. Most 
of these seekers after bonanzas were 
disappointed; they failed to repeat the 
successes of the pioneers in this type 
of mining finance-such as the E.\- 
ploration Company of the Hamilton <fe 
Smith era — because they were too tim- 
id; they expected to have their money 
in sight when they bought a mine; 
they were looking for a bet on the sure 
thing, with all the profits of a specula 
tion. They lacked the temi)erament 
needed for adventure and should hav.' 
placed their money in a bank, where 
at 4 per cent, it would double itself in 
1") years. Many directors of these ex- 
ploration companies bluffed themsel- 
ves into the idea that they were bold 
navigators, when as a matter of fact 



they were only fair-weather sailors. 

As I rei!::irlved at that lime, "ore- 
reserves aie nol everything; expan- 
sion and deveiopmeiil are the es- 
seiii e of successful mining." The 
hitr success. 's have been made by de- 
veloping iirospects into mines, not by 
buying blocks of ore thai have been 
exliauslively sampled by meticulous 
young men The profit to bo made 
must depend upon lhi> further exten- 
sion of 'he ore; the larger the pro- 
portion of ore already proved the 
smaller the possibilities beyond. As 
.Mr. Hoover pointed out, the probable 
ile|)ili of extension is more critical 
than the [iroporlion of profit in sight. 
He worked out a rough rule for the 
gold mines of Western Australia, name- 
ly, the minimum extension of an ore 
body in depth should be not less than 
one-half its length. He called it a 
yardstick' for use in forming a .judg- 
ment, but he laid stress on the need 
for investigating the characteristics 
of the individual orebody, more parti- 
cularly its geologic structure and that 
of the district in which it lies. Such 
a rough and ready formula, however, 
would lit only the mines that are de- 
liendent on one or two large shoots; it 
w.juld be of little service in the valua- 
tion of mines depending on a series of 
recurring ore-shoots, as, for example, 
the Goldfield Consolidated, in Nevada, 
the Xipissing. at Cobalt, the Voquivo 
in Mexico. Mr. Hoover made the 
shrewd observation that "the quantity 
of ore in reserve is a matter of man- 
agement not necessarily dei)endent on 
the size of the mine." In 1!>12 Mor- 
ton Webber protested against the use 
of formulas in mine valuation and 
show.-d ihat 'the relative n. snitude 
of the ore-reserve in any particular 
mine is largely a matter of administra- 
tive policy." I myself remember, 
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when practising as a mining pngineer, 
advising a client not to extract tlie ore 
in his mine if he hoped t(j sell it to 
advantage, as he wished to do. The 
extension of the orebody was nieiiactii 
by a fault. He listened to a sawmill 
engineer, enlarged his mill from 20 
to 40 stamps, e.xtracted all the ore, and 
barely made enough profit to jmy for 
the enlargement of the plant leaving a 
hole in the ground in wlii. n several 
later operators liav«> buried their 
good money. This was a gold mine in 
Idaho. Another e.xamplc occurs to me: 
a small silver mine in Colorado. Tlie 
ore was (mly live inches wide, but 
high-grade. A carefu' sampling show- 
ed ?l.'>n.()(ii( worth of ore assured, 
which would yield a net profit of $110.- 
"00. The owners were willing to sell 
for that sum. half cash and half in six 
months. 1 advised my clients not to 
buy, because the winzes below the 
adit-level showed that the veni was 
poor and much faulted. The history 
of neighboring mines was not promis- 
ing as to iirospects in depth. 1 con- 
sidered the business unattractive be- 
cause the risk of the known ore yield- 
ing less than the amount of i>rolit es- 
timated seemed to outweigh thr chan- 
ces of finding more ore. The subse 
queiit story of the mine justified my 
opinion. On the other hand 1 advised 
the purchase of the Camp Hird. in Col- 
orado, for $(i.i)(i(t.uOu when the bottom 
workings looked i)oor. and gave no 
promise of the ore persisting, because 
I believed that horizontal exploration ' 
would lead to the uncovering of more 
ore bodies, especially westward, where 
the rising surface gave virgin ground 
increasing to a licij^Mi ,,f iL'oe fi. above 
the adil. The niiMe had reserves 
eipial to ift;, U.S. 0(10 gross, but the value 
of it lay largely in the good prospect 
of the further finding of rich ore, with- 



out sinking, as the sequel proved, for 
the Camp Bird has produced $20,000,- 
000 since then, although poor in depth. 
Please pardon these reminiscences of 
a time, 20 years ago. when I was a min- 
ing engineer, not a journalist: I give 
them because personal experience is 
direct evidence. 

In li)U .M. H. I'.urnham contributed 
a series of articles on sundry princi- 
ples underlying the finance of mining 
enterprise, more especially the 'risk- 
rate.' He insisted rightly that the 
buyer of mines or of shares in mines 
should e.xpect not only a bank-rate of 
interest op his capital, but as much 
more as will cover the additional risk 
inherent in the business of mining. If, 
as I suggested a( that time, he bought 
into the Goldtield Consolidated, in 
Nevada, then the most productive 
gold mine in the world, but with a re- 
s(>rvf of ore so small as compared with 
its annual i)ro(hution as to en-^ure the 
return of only a small part oi its mar- 
ket-value, he. the sane speculator, 
ought to exi)ect a dividend of 35 per 
lent, per annum, or 'M per cent, more 
than the 4 i)er cent l)ank rate, that is, 
the mine should be valued on the ba- 
sis of a three years' purchase. This 
famous mine is now in the hands of 
lessees: its story has been told, and 
you can ascertain how nearly right 
was my diagnosis of the position. 
However, it is only mentioned as an 
example. On the other hand, a mine 
like the New Modderfontein in South 
Africa or the Homestake in South 
Dakota might show a life and a stan- 
dard of production justifying a low 
estimate of risk, thus warranting a 
much smaller return, say, fi per cent, 
more than the bank-rate. It amounts 
to iliis. that afit>r an engineer lias ex- 
amined a mine and measured Its ore- 
reserves, he must determine the risk- 
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rate at which his rllent's capital may be 
used ill liie purchase of thai particu- 
lar property This risk-rate will be 
based upon thi> past history, the pre- 
sent condition, and the future pros- 
pects of tlie niinc 

'I'he sainiiling of mines has been al- 
lowed to obscure tlio i^ed for good 
judgment. It is also an ilior phase of 
the atteni]it to make an investm<^nt 
out of a spei uiation. The ore In re- 
serve in a mine should be regarded 
chiefly as an indicator of the proba- 
bility of being able to lind and develop 
more ore of the same grade. The ex- 
pectation of a prolitable venture 
sliould be based not upon the extrac- 
tion of the known ore, but upon the 
chances of further intelligent search. 

A so-called r. per cpnt. investment 
in a metal mine is an unwise use of 
moneyJ)ecause the interest is too small 
for the risk, whereas a 20 to 2.5 per 
cent, speculation in a metal mine is 
sagacious, if the probable risk is loni- 
pensated by the i)robable gain. As 
Mr. Hoover says, "there is an inherent 
si)eculation in mining, and it is this 
speculation that attracts. " It attracts 
those (hat understand, ll is the spirit 
of adventure that stimulates the best 
kind of mining. For instance, the con- 
trollers of the Homestake mine have 
spent l"i million dollars in 1,') years on 
the Cerro dc I'asco; they have received 
their money back and loO per cent, 
added thereto, eiitial to about 7 per 
cent, in the 1.-) years, and now they 
have proved ore sufficient to last for 
2u years. That is what 1 call a line 
adventure! 

The speculative side of mining has 
an attractiveness lliat is at the bot- 
tom of tlie energy uiili wliicli ii is to! 
lowed, and when you bring it to the 
dead level of a steady investment you 
will find that the man of ordinary 



shrewdness saves time by going 
straight to his broker and buying 
bonds or consols. This does not mean 
that one is justified in playing the fool 
and expecting miracles to happen. The 
risk of mining should not be increased 
needlessly by human aberrancy. Min- 
ing enterprises come to grief often 
not so mucli on account of the fail- 
ure to attain an investment basis, but 
because they are not put on a business 
basis. Kven if the c ccurrence of ore 
in nature be erratic, and mining as a 
conseipience be hazardous, there is no 
justification for piling human foolisli- 
ness on top of nature's vagaries. 

A large part of i)ublie participation 
in mining is done by means of share- 
buying; this is a sei ondary and a less 
desirable form of speculation, as com- 
pared with the ownership or part-own- 
ership of mines by individuals, part- 
nerships, or small syndicates. It is a 
legitimate means, however, of distri- 
buting risk and of applying collective 
capital to undertakings too burden- 
some for an individual or a syndicate. 
It produces a fluctuating ownership. 
In practice, whatever may be his 
theory, the American 'investor' does 
not buy mining stocks to keep. What- 
ever he calls such holdings, he treats 
I Item as as 'speculations'; he does not 
put them away for the sake of their 
liividend yield: he is always ready to 
realize upon them at an enhanced 
price; he buys them to sell. It has 
been said that the ownership in an 
American mining company changes, on 
average, every five years. Hence the 
mysteries of amortization do not in- 
terest most of our people They are 
looking for a ((uick turnover, not a 
longtime investment. The individual 
owner of a mine rarely keeps it when 
it grows to a size involving a large 
amount of capital; he spreads the risk 
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and gathers his winnings by disposing 
of the mine to a public company. Long- 
continued private ownership of a pro- 
fitable mine Is rare. W. B. Bourn and 
his father before him have controlled 
the Rmpire mine at Grass Valley, Cali- 
fornia, for 50 years, and I may add that 
this mine has been worked uninter- 
ruptedly for 65 years! It has proved a 
real investment, although started, of 
course, as a speculation. I venture to 
say. however, that if anybody were to 
buy it today on Mr. Bourn's valuation, 
or on that of an equally competent 
appraiser, he would be compelled to 
take it as a 'speculation,' for the sim- 
ple reason that the odds are largely 
against the Empire mine continuing to 
be worked profitably in the future for 
any such length of time as in the past. 
Of well-conducted mining ventures 
it can be said that they meet with a 
measure of success as large as, if not 
larger than, an ordinary manufactur- 
ing enterprise. I make no apology 
for mining, it has been— and is still 
— a glorious adventure for the youth 



of the world, for those young in spirit 
as veil as in body. To mining we owe 
the exploration of the far corners of 
the earth and the development of its 
waste places. From the days of the 
Argonauts to that of the beach-diggers 
of Nome the call of adventure has 
caused men to go forth into the wil- 
derness and prepare the way for the 
establishment of industry, tor the ex- 
tension of civilization, for tho making 
of homes, which is the best f:ui of hu- 
man toil. If we stifle that epirit of 
adventure between .jrmulae. if we 
Bupprees it by the maxims of an un- 
reasoning caution, we shall shrivel a 
great industry into a picayune trading 
that will commit suicide in due course. 
No; risk is the very essence of min- 
ing; it is its life, and the true miner 
faces the risk with the cheerful con- 
fidence of the men that made the 
world more spacious "in the times of 
great Elizabeth," of the Argonauts of 
the Golden Age in California, of the 
trappers and coureurs du bols who 
opened up the great North-West. 
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